~~ ee 


ea i Ce, in EE i eee 


1960 ANNUAL REPORT 


WwW. R. 


GRACE 
& CO. 


Product of Research: The cover 
pages of our 1960 Annual Report, 
including this striking photograph, 
were printed using the Dewey and 
Almy Chemical Division's new “Poly- 
fibron” offset printing blanket. This 
and other new Grace products from 
research are described in the Chem- 
ical Section of the Report. 


1960 ANNUAL REPORT 


W. R. 


GRACE 
& CO. 


EXECUTIVE OFFICES 
7 Hanover Square, New York 5, N. Y. 


CONTENTS 
Comparative Highlights . . . 2 
Report of the President 3 
Chemical Operations . . . . 9 
South American Operations. . 17 
Ocean Transportation. . . . 19 
Libyan Oil Operations . . . 20 
Grace National Bank. . . . 20 
Other Interests... 6%) 5 21 
Financial Review . . . . . 22 
Financial Statements . . . . 24 
Earnings Statistics. . . . . 31 
Balance Sheet Statistics . . . 32 
Directors and Officers. . . . 33 


TRANSFER AGENT 


Grace NATIONAL BANK OF NEW YORK 
7 Hanover Square, New York 5, N. Y. 


REGISTRAR 
CHEMICAL BANK NEW YoRK TRUST 
Company, 165 Broadway, New York 6, 
New York 


ANNUAL MEETING 
The Annual Meeting of the stockholders 
of W. R. Grace & Co. will be held at 
1:00 P.M. Eastern Daylight Saving Time 
on Wednesday, May 10, 1961, at the 
Washington Research Center, Clarks- 
ville, Maryland. 


Comparative Highlights 
FOR THE YEARS ENDED DECEMBER 31 


Sales and Operating Revenues 
Net Income After Taxes 


Per Share of Common Stock 
(Based on average number of shares 
outstanding) 


Cash Dividends Paid: 

Preferred Stock 

Common Stock 

Per Share—at rate of 

Stock Dividend Paid on Common 
Net Working Capital 
Current Ratio 
Net Fixed Assets 
Stockholders’ Equity per Common Share 
Number of Common Shares Outstanding 


(Including 112,642 shares referred to in 
Note 8 to the financial statements) 


Number of Common Stockholders 
Number of Employees 


* Certain figures have been restated for comparative pur- 
poses — see Note 1 of notes to the financial statements. 


1960 


$552,870,918 


$ 16,220,381 
$ 3.22 
$ 928,664 
$ 7,579,657 
$ 1.60 
2% 
$133,052,482 
2.3 to 1 
$275,331,819 
$ 49.28 
4,874,816 
31,306 
40,600 


1959* 
$476,789,610 
$ 16,466,440 
$ 3.35 
$ 928,664 
$ 7,343,155 
$ 1.60 

2% 
$138,135,774 
2.5 to 1 
$232,735,277 
$ 48.89 
4,771,540 
30,052 
41,000 


Report of the President 


TO THE STOCKHOLDERS OF W. R. GRACE & CO. 


IT IS AGAIN MY PRIVILEGE to report to you upon the results of operations 
during the past year and particularly the progress made in further expand- 
ing our position in the chemical industry. 


Consolidated net income for 1960 amounted to $16,220,000 com- 
pared with $16,466,000 in 1959. Earnings per common share for the year 
amounted to $3.22 versus $3.35 in 1959. 


Earnings as here reported for both 1960 and 1959 include, for the 
first time, the Company’s equity in the profits of the Grace National Bank 
of New York. Total earnings of the Bank, of which we now own 80%, 
J, PETER GRACE have risen consistently in each year since 1947 and in 1960 amounted to 
$1,962,000. We feel that their inclusion presents a more complete picture 
of the Company’s results. Grace National Bank contributed 32 cents and 
30 cents per common share, respectively, to our earnings for 1960 and 1959. 
Adoption of pooling of interest treatment for the Hatco Chemical Company 
described in Note 1 to the financial statements also added 5 cents per share 
to 1959 earnings. 


Earnings for the year also reflect capital gains on the sale of the Foster 
and Kleiser Division and certain of our paper facilities in Latin America as 
well as a loss suffered due to the expropriation of a paper converting plant 
in Cuba. The net effect after taxes of these three events was a gain of 
$384,000, or 8 cents per share. 


Cash flow described further on page 22 was $8.69 per share compared 
with $8.59 in 1959. 


CHEMICALS Certainly the most significant feature of our 1960 operations was the 
marked rise in chemical sales and earnings. This was the third consecutive 
year of such increases. 


Chemical sales, not including the petrochemical sales of Cosden Petro- 
leum Corporation in which we acquired a 53% interest in 1960, amounted 
to $229,414,000, or 41% of total sales and operating revenues. Earnings 
of Grace’s chemical divisions were up by 11% despite the increasing com- 
petitive pressures which have affected the entire chemical industry. For 
the last five years, the average increase in our chemical earnings has been 
12% a year. 


The following table shows the contribution to pre-tax operating earn- 
ings (before general corporate overhead and interest but after depreciation) 
since 1956 of the Company’s chemical divisions and of Cosden Petroleum 
Corporation for 1960. 


Millions of Dollars 1956 1957 1958 1959 1960 Total 
Chhemicalas oc siis.o<s $18.1 $16.2 $17.9 $26.7 $29.6 16% 
Bruen sorry _ - _ _ 22 6 
Rienaeatats 25.5 22.7 13.5 14.8 7.0 18 


= Bogtspe te $43.6 $38.9 $31.4 $41.5 $38.8 100% 


The Cryovac Division, a pioneer in the 
development and production of irra- 
diated shrinking films for packaging, 
produces these and other packaging 
films at this modern plant in Simpson- 
ville, South Carolina, 


These figures show clearly both the growth and increasing importance 
of chemical earnings which in 1960 accounted for 76% of the total for the 
Company. The decrease in 1960 under Other Activities relates primarily 
to the Grace Line which went from a profit in 1959 to a loss in 1960. Had 
no change in Grace Line earnings occurred between the two years, chemi- 
cals would still have accounted for 67% of total earnings as compared 
with 64% in 1959. Income shown for Cosden in this table is after a write- 
off described on page 5. 


As we pointed out a year ago, this is a radically different situation from 
that which existed 10 years ago when over 95% of the earnings of Grace 
as it then existed were produced by steamship operations and by our diver- 
sified activities in Latin America. 


Cash flow from the chemical divisions after provision for income taxes 
amounted to $27.9 million in 1960 versus $27.1 million the year before. 


The improvement in chemical sales and profits was not confined to any 
one division, but in general was common to all. Several developments are 
particularly noteworthy. 


The Polymer Chemicals Division reached a break-even level late in 
1960 with sales of high density polyethylene for the year considerably 
greater than 1959. As mentioned in previous reports, acceptance of this 
interesting new plastic was much slower than had been anticipated by the 
industry, and the Polymer Chemicals Division had operated at substantial 
losses since coming on stream in December, 1957. The division’s intensive 
market development efforts are having a continuing effect with sales for the 
first three months of 1961 more than double those of the same months in 
1960. As a result of these developments, the Board of Directors has author- 
ized $4.5 million for expansion of the Baton Rouge plant which will increase 
capacity by approximately 50% and make possible the manufacture and 
sale of a broader range of products. 

A year ago we described the new shrinking films for packaging de- 
veloped by the Cryovac Division, including those resulting from the high 
voltage irradiation of polyethylene. The ability of these films, to which has 
now been added oriented polypropylene, to shrink almost instantly when 
subjected to heat makes possible many unique packaging applications. The 
acceptance which these films have received has increased our conviction 
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Cosden Petroleum Corporation has 
more than tripled its styrene capacity 
to 70,000,000 Ibs. at the Company's 
Big Spring, Texas, refinery. 


COSDEN 


that there exists for them new potential markets equal to or greater than for 
the original Cryovac. 


In Western Europe the rapid rise in standards of living has resulted, 
just as in the United States, in an accelerated demand for those products 
which bring added convenience to the housewife or which make possible 
fuller enjoyment of leisure time. The increased use of packaged foods abroad 
has brought about much higher sales of Cryovac films and container sealing 
compounds, another business in which Grace has a leadership position 
throughout the world. With more automobiles, demand for battery sepa- 
rators has leaped ahead. Manufacturing facilities for all these products had 
to be expanded in 1960 and still further expansion lies ahead. 


The Nitrogen Products Division continued to grow in 1960. This 
was the first full year of operation for its expanded urea capacity at Mem- 
phis, which had been increased from 50,000 to 100,000 tons in 1959. A 
60% increase in ammonia capacity has also just been completed. Both of 
these new facilities are operating satisfactorily. Reflecting the urea expan- 
sion, the division’s sales and profits increased in 1960. This increase was, of 
course, before any benefit from the ammonia expansion. 


With the increasing demand for high analysis fertilizers, it has been 
found desirable to expand the capacity of the Davison Chemical Division’s 
operations at Bartow, Florida. Here the division mines phosphate rock 
which it converts into triple superphosphate, diammonium phosphate and 
related materials. Close to $5 million was spent in 1960 to expand both 
mining and manufacturing facilities. 


Total capital expenditures for chemicals in 1960 amounted to $24 
million, an increase of $8.6 million from 1959. A further increase of ap- 
proximately the same amount is estimated for 1961. 


We are continuing to place heavy emphasis upon research to secure 
and improve the Company’s position in the field of chemistry. During 1960 
research expenditures were further increased to $10.5 million compared 
with $8.8 million in 1959. 


In 1960 we were most fortunate in obtaining the services of Mr. O. V. 
Tracy as Chemical Group Executive. Mr. Tracy succeeds the late Marlin 
G. Geiger whose great contributions to the Company are recounted later in 
this Report. Mr. Tracy, formerly President of Esso Standard Oil Co., brings 
to the Grace organization 30 years of experience in research, manufactur- 
ing, and marketing in the petrochemical and chemical industry. He was also 
elected a member of the Board of Directors and Executive Vice President. 


Cosden Petroleum Corporation had lower profits than in 1959 due in 
large measure to unsatisfactory gasoline prices. The current outlook is 
generally more favorable. Following conservative accounting practice, we 
are writing off against earnings the difference between the cost to Grace 
of the Cosden stock acquired and our share of Cosden’s net worth on the 
date of acquisition. This non-cash charge for which no tax benefit has been 
received was $1.3 million in 1960. As a result Cosden contributed only 16 
cents per share to reported earnings. W. R. Grace & Co. received dividends 
from Cosden amounting to $1.2 million in 1960. 


LIBYAN OIL 
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In the Libyan oil venture, in which we 
are associated with Standard Oil 
Company (New Jersey) and Texas 
Gulf Producing Company, an impor- 
tant new discovery was made last 
December in Concession No. 20, with 
two of three wells drilled being 
productive. 


During the year Cosden increased its activity in petrochemicals, notably 
raising its capacity for styrene monomer from 20 million pounds to 70 mil- 
lion pounds annually. An increasing amount of this production will go to 
the Dewey and Almy Chemical Division to be used in the manufacture 
of its specialty resins and latices. Cosden polystyrene will be sold by the 
Polymer Chemicals Division. 


Cosden’s research in its petrochemical business has developed several 
processes of interest to others. License agreements have been concluded 
with such companies as Sinclair-Koppers Chemical Company and Naphta- 
chimie, jointly owned by Pechiney, the French chemical company and Brit- 
ish Petroleum Company Ltd. Similar arrangements with others are pending. 


Intensified drilling continued in Libya in 1960. Results confirm the oil 
industry’s belief that Libya will become one of the world’s major producing 
areas. Libya, a politically stable, independent country, is some 4,000 miles 
closer to the growing European markets than the principal Middle Eastern 
producing areas. There are the further advantages that productive wells 
are relatively shallow and the fields close enough to the Mediterranean 
Coast so that transportation should pose few problems. 


In three concessions in Libya, which after the relinquishments described 
below now total about 2,430,000 acres, W. R. Grace & Co. has a 24.5% 
interest. Subsidiaries of Standard Oil Company (New Jersey) and Texas 
Gulf Producing Company have 50% and 25.5%, respectively. A map giving 
the location of these concessions appears on page 20. Through 1960, Grace 
has spent $3.1 million after taxes for the exploration and development of 
these three concessions and two others. As the major portion of this amount 
has been charged to current operations, our interest in the Libyan venture 
stood on our books at year-end at $1.2 million. 


A year ago we reported the drilling of three discovery wells in one 
concession, Number 17. Since that time six additional successful wells have 
been drilled, confirming the existence of a productive field, although not as 
extensive as originally believed. To serve this field we and our associates 
have joined with others who have an adjacent concession to build a pipeline 
to the Mediterranean. 


A more important development, however, was a new discovery last 
December in a second concession, Number 20. Here two of three wells 
drilled have been productive. The oil is sulfur free and of 40.5 degree 
gravity. The first well penetrated a formation 220 feet thick beginning at 
5,300 feet and flowed 4,250 barrels per day from a %-inch choke at normal 
pressures through 40 feet of perforations. A step-out well two miles to the 
northeast also is productive and initial tests indicate the well will flow con- 
siderable volumes of oil at normal pressure. Here the well penetrated over 
400 feet of oil-bearing sandstone. These two wells are believed to relate to 
the same oil reservoir. Another step-out well 6% miles to the northwest 
was a dry hole. 


A substantial part of the exploratory work carried out during 1960 was 
for the purpose of determining which areas should be relinquished under the 
terms of the concessions granted by the Libyan Government. Such relin- 
quishment requirements are customary. At the end of last year approxi- 


President Kennedy and Peru's 
Prime Minister, Pedro Beltran, 
at the White House on March 
29 exchanged ideas on eco- 
nomic development of Latin 
America. 


LATIN AMERICA 


GRACE LINE 


PANAGRA 


mately 25% of the area of the different concessions was relinquished. 
Lesser amounts have to be relinquished at the end of 1963 and 1965. 


We are encouraged by results to date in Libya. As we pointed out 
last year, under the terms of our agreement with a subsidiary of Standard 
Oil Company (New Jersey) we can call upon that company at our option 
to purchase our share of the production from these three concessions. 


Profits of our subsidiaries in Latin America were higher than in the 
previous year. In those countries in which we have major businesses— 
Colombia, Peru and Chile—the programs of the governments are showing 
results in terms of a higher level of economic activity. 


There is clear evidence of a new awakening in the United States as to 
the importance of a closer relationship with the countries of Latin America. 
President Kennedy has indicated that substantial long-term economic assist- 
ance will be offered to them by the United States. Such a program certainly 
should result in increased business activity in this area of the world. 


An uncommon combination of five adverse factors resulted in Grace 
Line operating at a loss for the first year since 1932. These factors included 
the continued world-wide surplus of cargo shipping capacity, the downturn 
in trade with Venezuela, and the losses incurred in the termination of the 
Great Lakes Service, all of which had affected the previous year’s opera- 
tions in varying degrees, and by the fourth quarter of 1959 had resulted in 
a loss. The inability to inaugurate our container ship service in 1960 also 
had a serious adverse effect. Finally, as Grace Line contends in a study 
presented to the Federal Maritime Board, the inclusion of the high cost 
South American government-owned or supported lines in determining the 
amount of operating subsidy to which the Grace Line is entitled is highly in- 
equitable and results in it receiving a lower subsidy in relation to costs than 
any other American flag carrier. The Maritime Board currently has under 
consideration Grace Line’s request for correction of this inequity. 


Vigorous steps which will be described in the body of this Report have 
been and are being taken to improve the results for 1961. We expect these 
improvements to accomplish a return to a break-even level or better before 
the end of the year. 


A matter of serious concern to Grace Line and to the entire United 
States Merchant Marine is the increasing tendency of foreign governments 
to engage in discriminatory practices to promote their national flag lines. 
We stand firmly behind countervailing measures now being considered by 
the State Department and the Maritime Board to curb such practices. 


In March of this year, the United States District Court for the South- 
ern District of New York handed down its decision on the anti-trust action 
initiated in 1954 against Pan American World Airways, Inc., Pan Ameri- 
can-Grace Airways, Inc., and W. R. Grace & Co. The court dismissed the 
Government’s complaint against W. R. Grace & Co. and Panagra and cleared 
these two companies of any violation of law. It observed that W. R. Grace 
& Co. has consistently and properly sought to improve the airline’s service 
and extend its routes to the United States. On the other hand, the court 


GENERAL 


OUTLOOK FOR 1961 


ordered Pan American to show cause why it should not be directed to divest 
itself of its 50% stockholdings of Panagra. The time in which either the 
Government or Pan American may appeal has not yet expired. 


As previously announced, the Foster and Kleiser Division was sold in 
1960 at a profit. We also sold to wholly owned subsidiaries of International 
Paper Company in 1960 the paper plant in Puerto Rico, converting plants 
there and in Mexico, as well as a 50% interest in our pulp and paper mill in 
Colombia. We believe these actions are consistent with further concentra- 
tion in chemicals. In Peru, we continue to hold a 100% interest in our long 
established paper business. 

* * * * 


Since the publication of our last Annual Report we have been sad- 
dened by the deaths of Marlin G. Geiger and Robert T. Haslam. Mr. Geiger, 
a leader in the chemical industry, served as Executive Vice President, Chemi- 
cal Group Executive and a member of the Board of Directors. He was 
formerly President of Davison Chemical Corporation. Mr. Haslam, a dis- 
tinguished figure in the petroleum and chemical industries, joined our Board 
of Directors in 1950 and served until he reached the retirement age for 
Directors in 1960 when he became a Director Emeritus and continued as 
our consultant in the oil and chemical field. 

Both of these fine men contributed generously and with great talent 
and wisdom to the creation of the new W. R. Grace & Co. in the chemical 
industry. We cherished their friendship, and we acknowledge a great debt 
to them for their achievements on behalf of the Company. 


* * * * 


While there are many uncertainties in the economic outlook for the 
immediate future, we estimate that our 1961 results should surpass those 
of 1960. Most important, we are looking for another year of improved 
chemical earnings. As indicated above, our position as a major supplier 
to the packaging industry and a producer of basic materials for modern high 
analysis fertilizers, to mention only two fields, has resulted in growth in 
chemical earnings which has averaged 12% a year for the last five years. 
We believe this trend, supported by over $100 million expended for chemi- 
cal facilities during the same period, will continue. 


We have already stated our opinion that Grace Line results will im- 
prove this year, although admittedly this is the most difficult of our busi- 
nesses to forecast. We look for improvement in Cosden’s earnings and 
estimate that our earnings from Latin America will remain at about the 
satisfactory 1960 level. 


Insummary 1961 should be a year of further progress. 


Respectfully submitted, 


dn 
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Ollie Operations 


PRINCIPAL PRODUCTS 


Ammonia 
Battery Separators 
Container Sealing Compounds 
Fertilizers and other 
Agricultural Chemicals 
High Density Polyethylene 
Industrial and Petroleum Catalysts 
Irradiated and other Plastic 
Films and Bags for Packaging 
Materials for Jet Lubricants 
Nuclear Reactor Materials 
Phthalic Anhydride 
mi Plasticizers 
Cpa | Polyvinyl Acetate 
Silica Gel 
and other Desiccants 
Special Synthetic 
Rubbers and Resins 
Styrene and Polystyrene 
Sulfuric Acid 
Urea 
Ultra High-Purity Silicon 
and other Industrial Chemicals 
and Chemical Specialties 


Nitrogen Products Division has 
just completed expansion of 
ammonia facilities at Memphis, 
Tennessee, increasing rated ca- 
pacity 60% to 160,000 tons. 
The new capacity ensures ade- 
quate ammonia for the urea 
plant, which was doubled to 
100,000 tons in 1959, and pro- 
vides for the growing indus- 
trial and agricultural demand 
for ammonia. 


CHEMICAL GROUP SALES 
IN MILLIONS 


CRYOVAC DIVISION 
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BOTH SALES AND EARNINGS of our chemical divisions increased sharply in 
1960. 


The increase in sales reflects the strong growth pattern of many of our 
chemical businesses as well as new products coming from the research 
laboratories. Confirming the experience of the past, the business downturn 
had relatively little effect upon our sales volume, which is a reflection of the 
extent to which our chemical sales are tied to the growing and packaging 
of food. 


Profits also were up despite rising costs and an intensification of com- 
petitive pressures. These factors were offset by a higher level of sales and 
also by energetic and successful cost reduction programs in all divisions. 


The accompanying chart depicts the growth in sales of our chemical 
divisions since 1955. It also shows the breakdown of these sales between 
industrial and agricultural chemicals. The first of these categories is made 
up largely of chemical products tailored to the specific requirements of in- 
dustrial customers; the second, of fertilizers and related products. 


The growth in industrial chemicals has proceeded at a more rapid rate 
than that for total chemical sales, accounting for 70% of the total in 1960 
as compared with 57% in 1955. 


INDUSTRIAL CHEMICALS 


Mention has already been made of the good acceptance of the newer 
films of the Cryovac Division. At the same time demand for the original 
Cryovac film has continued to grow. The unique shrinking characteristic 
of all these oriented films facilitates the packaging of irregularly shaped 
objects. It permits more rapid packaging by hand or machine since the 
original wrap can be loose, relying on the subsequent shrinking to give a 
tight-fitting, attractive package. The various films differ one from the other 
in such characteristics as moisture vapor and gas permeability, flexibility, 
and low temperature performance, as well as in cost. Each thus has uses 
for which it is particularly suited. 


An example of an interesting new volume application for which sales 
are increasing rapidly is that of covers for bakery products packaged in the 
familiar disposable aluminum foil pans. A first shrinking operation secures 
the thin, transparent cover under the lip of the pan for a tight and lasting 
seal; a second draws taut the entire surface, providing an attractive package. 
Interestingly, no distortion of any printing on the film takes place. Several 
major bakery companies are today using this process. Its rate of growth 
currently depends upon the rate at which the necessary application machin- 
ery can be provided. 


The acceptance of such new uses is greatly expedited by the fact that 
the Cryovac Division designs, manufactures, and makes available to its 
customers the equipment they require. Its staff of technical sales personnel, 
machine servicemen, and development engineers numbering more than 150 
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GRACE’S 55 CHEMICAL PLANTS 


SERVING THE WORLD 


Polymer Chemicals Division will expand its Baton Rouge, La. 
high density polyethylene plant by 50% as part of a major 
plastics expansion program. The division now can also offer 
customers a complete range of polystyrene resins, as well as 
a full span of low and medium density polyethylene resins. 


DEWEY AND ALMY 
DIVISION 


are constantly in the field to help solve customers’ problems and to work 
out new packaging techniques. A new plant was constructed in 1960 in 
Woburn, Massachusetts, to house the design and manufacture of application 
machinery. 


During the year, the Cryovac Division’s facilities at Simpsonville, 
South Carolina, for the production of irradiated polyethylene film were 
expanded and equipment provided for the manufacture of oriented poly- 
propylene film. 


The Dewey and Almy Chemical Division also provides for its cus- 
tomers in the container industry, sealing compounds together with the lin- 
ing and drying equipment for their accurate and high speed application in 
customers’ plants. More than 100 compounds, held to the highest standards 
of quality, are available to protect the contents of over 43 billion containers 
packed in the United States and Canada each year. 


The year 1960 saw progress both in this country and overseas in re- 
placing cork and aluminum foil combinations in bottle crowns with flowed- 
in sealing compounds. This is a very large market of which we believe 
we can obtain a substantial share, particularly as higher speed application 
equipment becomes more generally available. 


Last year saw an increase in sales of the special resins and latices which 
Dewey and Almy manufactures and sells. A new and radically different type 
of resin known by the trade name “Daran” was developed and is being well 
accepted by customers. This material, primarily designed for paper coating, 
can be more efficiently applied than present resins and provides an out- 
standing gas and moisture barrier. Facilities for its manufacture were con- 
structed at the division’s Acton, Massachusetts, plant. 


In 1951 the division introduced the first successful automotive battery 
separators competitive in price with Port Orford cedar. Today it is the 
leading supplier of separators to battery manufacturers. A new separator 
incorporating plastic ribs was introduced in 1960. At no increase in price, 
it is mechanically stronger and has superior electrical characteristics. 


The division has at Cambridge, Massachusetts, a complete fiber pilot 
laboratory including a paper machine on which it can duplicate a full range 
of impregnating techniques. All of the division’s many years of experience 
in the development and use of polymers can also be brought to bear to 
devise interesting combinations of pulps, fibers, plastics and rubbers. 


This laboratory supports all of Dewey and Almy’s “Polyfibron” prod- 
ucts. These include not only battery separators but impregnated products 
for the shoe and artificial leather trades, backings for pressure-sensitive 
tapes and industrial gaskets. In 1960, it introduced a new blanket for off- 
set printing which was very well received. This blanket incorporates an 
impregnated special paper. Truly compressible, which the rubber in a con- 
ventional blanket is not, it gives a much sharper definition to printed mate- 
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OVERSEAS CHEMICAL 
DIVISION 


POLYMER DIVISION 


HATCO DIVISION 


rial. To meet a major part of the division’s demand for these special fibrous 
webs and papers, a paper machine is being installed at the Owensboro, 
Kentucky, plant. 


The Overseas Chemical Division is responsible for both the manufacture 
and sale of chemical products outside the United States and Canada. Today, 
the major part of its business is in container sealing compounds and CryovAc, 
both of which relate to food packaging. However, sales of battery separators 
are growing fast and the division is also taking steps to establish overseas 
other businesses in which the Company has an established position in the 
United States. Early in 1960, for example, a phthalic anhydride plant was 
acquired in Brazil which has been operating very satisfactorily. In addition, 
facilities are being installed in Italy for the manufacture of the special buta- 
diene-styrene resins and latices manufactured in this country. 


During the last five years, sales of the Overseas Chemical Division have 
tripled. This has required a continuing expansion of manufacturing facilities. 
In this regard 1960 was no exception, with the greatest part of the expansion 
in Great Britain and Western Europe. 


The increasing demand for high density polyethylene manufactured 
by the Polymer Chemicals Division has already been mentioned. The 50% 
expansion in facilities at Baton Rouge should be in production early this fall. 
For the industry as a whole, the consensus is for a 50% increase in consump- 
tion in 1961, while it is considered that demand in 1965 could reach a level 
several times the 165 million pounds consumed in 1960. 


Sales of high density polyethylene have benefited from its increasing 
use in the blow molding of a wide range of hollow articles such as containers, 
housewares and toys. The largest use has been for bottles for liquid deter- 
gents where its lightness, corrosion resistance, strength and appearance have 
brought it to all supermarket shelves. There is a well-pronounced trend 
today toward the packaging of many other household chemicals in these 
unbreakable bottles. 


Many of the fabricators who are the customers of the Polymer Chemi- 
cals Division are users of a variety of plastic resins. To strengthen the divi- 
sion’s marketing position, an agreement was reached in 1960 with National 
Distillers and Chemical Corporation whereby that company will custom- 
manufacture low and medium density polyethylene to the Polymer Chemi- 
cals Division’s specifications. In addition, the division will now distribute 
both the regular and high impact polystyrene manufactured by Cosden. 
Thus, Polymer Chemicals Division is attaining a position where it can sup- 
ply most of the resins required by its customers. 


Hatco Chemical Division, a leading manufacturer of plasticizers, serves 
the plastics industry. Sales and profits were reduced in 1960 by the short- 
age of phthalic anhydride resulting from the low rate of steel production. 


The Bartow, Florida, plant of Davison Chemical Divi- 
sion produces agricultural chemicals, including triple 
superphosphate and diammonium phosphate. Last 
year the operation was expanded again for the fourth 
time since 1957, 


DAVISON DIVISION 


NITROGEN PRODUCTS 
DIVISION 


Several companies are now completing facilities which will produce the 
basic raw materials for phthalic anhydride from petroleum instead of from 
coke. This should alleviate the shortage and provide raw materials for the 
plant which Hatco is building to manufacture part of its requirements of 
phthalic anhydride. 


The Davison Chemical Division developed a new cracking catalyst in 
1960. Tests of this silica-magnesia catalyst show improved production and 
higher yields of light fuel oil and jet fuels. This is another result of the re- 
search which has assured constant improvement in catalyst performance 
and life, and has built for Davison its position of leadership in this field. 
During the past five years Davison has introduced over 40 new catalysts for 
countless industrial uses, ranging from the cracking of petroleum products 
to improving production rates of high density polyethylene. 


AGRICULTURAL CHEMICALS 


The consumption of plant nutrients used in fertilizers in the United 
States has been increasing at an annual rate of about 5% in the past five 
years. However, the rate of increase for the newer concentrated fertilizer 
materials such as are manufactured by the Davison Chemical Division and 
of ammonia and urea manufactured by the Nitrogen Products Division has 
been much greater. 


These two divisions embarked on major expansion programs in 1959 
and 1960 which are continuing in 1961. In the case of Davison they include 
additional mining equipment to increase output of phosphate rock and re- 
duce mining costs. Additional capacity for sulfuric and phosphoric acid 
is being built which will in turn permit a higher output of finished products. 


The Nitrogen Products Division’s expansion encompasses both am- 
monia and urea. The requirement for ammonia from the division’s indus- 
trial customers has increased while additional amounts are also needed to 
support the urea expansion. And, as has been pointed out in previous 
annual reports, despite industry overcapacity the division has had to pur- 
chase ammonia in each of the last several years from other producers to 
meet the needs of its customers. 


The Nitrogen Products Division provides management supervision for 
Federation Chemicals Limited, a producer of urea and ammonium sulfate 
in Trinidad in the West Indies, and for Caribe Nitrogen Corporation, a pro- 
ducer of ammonium sulfate in Puerto Rico. W. R. Grace & Co. owns 
49% of the stock of each of these companies and has options to purchase 
additional amounts. Results of these companies are not included in the 
consolidated statements. Both plants are operating satisfactorily but low 
world prices for their products have brought about unprofitable results. 
There are signs of some improvement in this situation. 


South American Operations 


ECONOMIC CONDITIONS were in general improved over 1959 in the West 
Coast countries where most of Grace’s activities in South America are 
located. In two of the three principal countries, Peru and Colombia, profits 
were up. In the third, Chile, which was severely affected by the succession 
of earthquakes, Grace profits were lower than in 1959. Total profits of the 
South American Group were up by over 7%. 


A major part of the Company’s activities in Peru, and also the fastest 
growing, is the plant at Paramonga which manufactures pulp, paper, paper 
products and board from sugar cane bagasse. Sales in 1960 increased by 
over 20%. A fifth paper machine will bring the mill’s production capacity 
to a level double that of five years ago. We expect this growth pattern to 
continue. In 1960, we obtained a license for Peru to manufacture kraft 
paper under the “Clupak” process. Multiwall bags for the packaging of 
sugar, cement, fish meal and other commodities are an important product, 


This new plant at Paramonga, 
Peru, went on stream in Septem- 
ber fo supply caustic soda, chlo- |” 
rine and other formerly imported fF . 
products to industries in Peru and 
other Latin American markets. 


Also at Paramonga, a fifth paper - 
machine will increase the annual 
capacity of Grace’s bagasse pulp 
and paper mill from 41,000 tons 
to 52,000 tons per year. 
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CHEMICAL 
DEVELOPMENTS 


and this license will improve their strength and quality and encourage fur- 
ther substitution of paper for other more expensive bags. 


Sugar profits in Peru were somewhat lower than in 1959. Costs con- 
tinued to increase, whereas local selling prices were held to existing levels 
as part of the government’s program to control inflation. During the last half 
of the year, the operation benefited from the higher sugar quota granted Peru 
by the United States. 


In Colombia, the pulp and paper mill using bagasse as its raw mate- 
rial, in which Grace and International Paper now each owns a 50% interest, 
is expected to commence production around the middle of the year. It will 
produce a wide range of papers and will be the first mill in Colombia to make 
bond and printing papers. Our experience in Peru has demonstrated how 
much industrialization and an improved standard of living raises the demand 
for paper and we expect sales of this new facility to build up rapidly. 


We have referred in previous reports to our program to use the position 
and knowledge we have in chemicals in the United States to develop related 
chemical businesses in those countries of South America where we have 
strong organizations. In this regard, 1960 saw the following developments. 


In September, the new $2 million caustic soda-chlorine plant at 
Paramonga in Peru went on stream. After normal start-up problems, the 
plant is now operating efficiently. Much of the output of this plant is used 
by our own paper mill. The demand for power of the sugar-paper-chemical 
complex at Paramonga has grown to the extent that a leading utility now 
plans to build a hydroelectric plant to supply it and the surrounding area, 
which in turn should stimulate further healthy economic growth in this part 
of Peru. 


In Colombia we are continuing to develop and expand our chemical 
operations. During 1960 resin manufacturing facilities were increased. The 
production of formaldehyde is also planned and this year construction will 
be started on a plant to manufacture phthalic anhydride. Our chemical pro- 
gram in Colombia is based on upgrading local raw materials. In Chile the 
resin plant which started up in late 1959 is also being expanded. 


While all of these new chemical plants in South America are relatively 
small, they have already proved that they can provide many opportunities 
for the extension of their businesses and thus for rapid growth. 


Ocean 
Transportation 


AS MENTIONED in the Report of the President, Grace Line operated at a loss 
in 1960 for the first time since 1932, Total revenues amounted to $69 mil- 
lion versus $73 million in 1959. 


Grace Line management has taken a series of steps to improve this 
situation in 1961. Discontinuance of the unprofitable Great Lakes Service 
released four ships which have been sold or are under contract to be sold, 
as are two additional freighters and the old Santa Rosa and Santa Paula. 
Lay-up costs and charter loss on these eight ships in 1960 amounted to 
$1.3 million. Vessel maintenance expenses have been greatly reduced, as 
have general and administrative expenses. A cost reduction program under- 
taken by Grace Line has resulted in lower cargo handling costs in Venezuela. 
The study has been extended to ports in Chile, Peru and Colombia, with 
similar results expected. 


The cessation in April 1961 of commercial-type operations by the Gov- 
ernment-owned Panama Line, which had been serving Haiti and the Canal 
Zone with combination passenger-freight service, will increase Grace Line 
revenues without significant additional vessel expense. 


Negotiations for container ship service to Venezuela have reached a 
point where we can anticipate a solution in the near future. Continuing steps 
started in 1960, the Line’s service is being broadened by adding to the ports 
visited and improving schedules. Together with an increased nation-wide 
advertising program, we expect these actions to bring improvement in pas- 
senger and freight revenues. 


The present policies of our Government to raise standards of living 
and promote economic development in the Latin American countries are 
bound to have a positive effect on trade on our routes which in turn should 
benefit Grace Line directly. 


Earnings of Gulf & South American Steamship Co. Inc., owned jointly 
by W. R. Grace & Co. and Lykes Bros. Steamship Co., Inc., were higher 
in 1960 than in 1959. 
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Libyan Oil Operations 


PROGRESS MADE IN 1960 in developing the oil concessions in Libya in which 
we have as associates Standard Oil Company (New Jersey) and Texas Gulf 
Producing Company is described in the Report of the President. 


The map above shows the location of these three concessions and of 
the productive wells drilled to date. The areas which have been relinquished 
under the terms of the concession agreements and the proposed location of 
planned pipelines are also indicated. The distance from the Mabruk Field 
in Concession 17 to the proposed coastal terminal, via the pipeline presently 
planned, is approximately 90 miles. Concession 20 may be served by a short 
connection to another pipeline. 


In addition to the territory shown on the map, two other conces- 
sions which we share with Texas Gulf Producing Company, and which now 
total 2,694,000 acres, are located along the coast further to the east. 


Grace National Bank 


NET OPERATING EARNINGS OF THE Grace National Bank reached an all time 
peak of $1,962,000 in 1960. This was 10% above 1959. Deposits of 
$208,260,000 and loans of $106,973,000 at year-end were each 17% 
higher than at year-end 1959. 


The Bank has shown increased profits in each year since 1947. In the 
last 10 years earnings have more than tripled. The table below provides 
salient facts regarding the Bank’s growth. 


In thousands of dollars EARNINGS 
ae 
RESOURCES DEPOSITS LOANS SRinbs- | “Eaanines | “Stocks 
TEN TOGO Ts tac iass $233,275 $208,260 $106,973 $16,719* $1,962 $.32 
202,700 176,917 91,075 14,084 1,780 30 
YEAR 223,034 198,836 86,956 12,567 | 1,490 26 
207,923 186,957 | 85,743 11,355* 1,439 25 
COMPARATIVE 187,332 173,331 72,730 11,223 1,233 20 
174,442 158,208 65,606 10,373 986 18 
SUMMARY 150,585 136,168 53,205 | 9,690 778 19 
E 139,868 127,264 | 44,884 8,980 694 15 
132,509 119,722 | 45,365 8,563_| 654 13 
143,311 130,539 36,396 8,267 | 594 -16 
*$1,000,000 Transferred from Capital Funds to Reserve for Contingencies in 1957, restored in 1960. 

There is every indication that 1961 will again show higher earnings. 
For the quarter just completed, net operating earnings of $516,000 were up 
11% over the same quarter of 1960. Deposits were 20% higher and loans 
increased by 41%. 

The Grace National Bank has grown in terms of its assets and earn- 
ings and in terms of prestige. Its success strengthens our conviction that 
there is a definite place in the New York financial community for the smaller, 
independent bank. Grace National Bank is fully equipped to render superior 
banking and trust services, both domestic and international, to major cor- 
porations and governments, as well as to individuals. 

OTHER Earnings of Griswold and Company Incorporated, our insurance bro- 
INTERESTS _ kerage subsidiary, were higher than in 1959. 


Pan American-Grace Airways, Inc., owned jointly by W. R. Grace 
& Co. and Pan American World Airways, Inc., completed the year with an 
increase of 7% over 1959 in operating revenues. The net profits of Panagra 
and its wholly owned subsidiary, Jetair, Inc., amounted to $199,000 in 
1960 compared with $754,000 earned by Panagra in 1959. Expenses re- 
lated to the transition to jet operations, higher operating costs and depre- 
ciation charges on the DC-8 aircraft introduced in May of last year, and 
reduced capital gains from the sale of surplus aircraft accounted for the 
lower profit in 1960. 

In the face of continued inadequate earnings, Panagra, on October 3, 
1958, petitioned the Civil Aeronautics Board for subsidy, sufficient to pro- 
vide a fair and reasonable return on invested capital, in accordance with 
the provisions of the Federal Aviation Act. Action on this request has as 
its purpose the determination of a proper rate of compensation for the 
future as well as for the period since October 3, 1958. The Board has 
advised Panagra that conferences on the application will be held in the 
near future. 
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Financial Review 


CONSOLIDATED NET INCOME after taxes for 1960 was $16,220,000 
compared with $16,466,000 for 1959. 


The Company’s equity in the aggregate 1960 net earnings of 50%- 
owned companies (Gulf & South American Steamship Co. Inc. and Pan 
American-Grace Airways, Inc.) exceeded dividends received from those 
companies by $373,000. In 1959 the comparable figure was $639,000. 
This was equivalent to 8 cents and 14 cents per Grace common share, 
respectively. 

W. R. Grace & Co.’s equity in the net assets of the 50%-owned com- 
panies including Papeles Grace Colombianos S.A. amounted to $17,422,000 
at December 31, 1960, and exceeded the Company’s cost of these invest- 
ments by $11,077,000. 


Cash flow, comprised of net earnings after taxes, depreciation, and pro- 
vision for deferred taxes, was $41,228,000 in 1960, or $8.69 per share, com- 
pared with $39,855,000, or $8.59 per share in 1959. Cosden Petroleum 
Corporation for eleven months of 1960 and Grace National Bank for both 
years are reflected in these figures to the extent of our equity in the items 
listed above. 


The following table compares expenditures for fixed assets for 1960 
and 1959. The table includes Cosden’s capital expenditures since February 
1, 1960, but not the $40.5 million outlay (including the expenses of the 
transaction) for 1,586,682 shares of Cosden. 


1960 1959 
Chemicals . $24,100,000 $15,500,000 
Cosden . 9,100,000 —_— 
South America . 5,500,000 5,000,000 
Latin American Paper . 10,500,000 6,000,000 
Ocean Transportation 1,700,000 5,700,000 
Other wae 600,000 2,000,000 
TOTAL $34,200,000 


$51,500,000 


The expenditures in the two years of $16,500,000 for paper in Latin 
America relate primarily to facilities sold in December 1960 to International 
Paper, with $12,700,000 of this amount for the pulp and paper plant in 
Colombia in which we retain a 50% interest. 
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Expenditures for fixed assets are expected to remain high in 1961 with 
an increase anticipated for the chemical divisions of about the same amount 
as the increase for last year. 


Preferred dividends in 1960 amounted to $929,000. Common stock- 
holders received $7,580,000 in cash dividends, at the rate of $1.60 per share. 


A 2% stock dividend declared on January 7, 1960, was paid to stock- 
holders on March 10th. The 2% stock dividend declared on January 5, 1961 
was paid on March 17, 1961. 


The conversion rate of the Company’s 342% 1975 convertible deben- 
tures is 1.97676 shares for each $100 principal amount of debentures prior 
to May 15, 1965, and 1.87272 shares thereafter. 


The Company had 31,306 common stockholders of record on Decem- 
ber 31, 1960, compared with 30,052 at the end of 1959. The average 
number of common shares outstanding in 1960 was 4,742,049. 


RERat Gan 


W. R. GRACE & CO. 


Statement of Consolidated Income 


1960 


$552,870,918 
2,816,727 


1,655,784 
'$557,343,429 


$443,985,528 
35,208,422 
28,201,079 
10,475,019 
11,774,256 
236,966 


9,859,605 
$539,740,875 
$ 17,602,554 


2,884,192 


$ 14,718,362 
1,502,019 


$ 16,220,381 


* Certain figures have been restated for 


AND SUBSIDIARY COMPANIES 


and Retained Earnings 


i 1960 
CONSOLIDATED CAPITAL SURPLUS 
Balance at beginning of year . . . ets 2 $ 66,251,640 
Excess over par value of common stock issued upon: 
| Payment of common stock dividend . . . . . .. . 3,868,839 
| Exercise of stock options . . 5a ee 91,439 
Acquisition of Hatco Chemical Company—Note 1 PA ee (5,991) 
Sale of Foster and Kleiser Division . . . CDA cin (824,135) 
| Balanceatend ntvesres, So 0s, Statens: tA Eos nae hs $ 69,381,792 


| CONSOLIDATED RETAINED EARNINGS 


| Balance at beginning of year 
| | W.R.Grae&Co. .. . oe Sea eck Wet $162,246,310 
| Grace National Bank—Note t Fig = i rats Mae) Coa ae _ 
| Hatco Chemical Company—Note1 . . . ..... -- 
| $162,246,310 
| Consolidated: Wet'Income: :° ok Ss, ee eet 16,220,381 
| $178,466,691 
Cash Dividends 
Preferred . . Deke SENG Ney Se rapetan ax Rep peat > (928,664) 
Common—($1. 60) Le, ig Sekine, Lok Sean ate (7,579,657) 
Dividend paid in common stock (2% ) ata rat 1c Re tay eA (3,962,155) 
Balance atend of year . . . enact ec s $165,996,215 


Retained earnings include: (a) $53,863,489 (1959—$52,735,046) of the retained earnings of Grace 
Line Inc., a wholly owned subsidiary, deemed not available for dividends since it is related to 
special funds under joint control with the Federal Maritime Board or invested therefrom in sub- 
sidized vessels; (b) $4,877,107 (1959—$4,612,700) set aside by foreign subsidiaries principally 
as required by statute; (c) approximately $8,400,000 (1959—$8,250,000) which has been trans- 
ferred to capital stock accounts on the books of subsidiary companies. 


Parent company unappropriated retained earnings at December 31, 1960 amounted to $37,801,600 
(1959—$38,247,103). Of these earnings $10,600,000 were free of the restriction on payment 
of cash dividends imposed by the loan agreements with institutional investors. 


comparative purposes—See Note 1. 


Statements of Consolidated Capital Surplus 


1959* 


$ 62,279,020 


3,850,865 
356,286 
(234,531) 


F 66,251,640 


$148,773,365 
8,015,226 
1,202,616 
$157,991,207 
16,466,440 
$174,457,647 


(928,664) 
(7,343,155) 
(3,939,518) 

$162,246,310 
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Consolidated Balance 


ASSETS 


CurRRENT ASSETS 


Cash—including nee currencies of ness 976, hi Srraee 
$2,770,752) . . 


U. S. Government securities at ioe a cost or Retake ucindlig 
peed ra ( alee 734, face oe —— as 
collater: 


Marketable sitltion at ‘olf oniaecinledase ae: dae) 


Notes and accounts sears less reserves of ais gi ad 
—$3,278,753) . 


Inventories—Note 2 
Prepaid expenses pen ol 
ToTaL CURRENT uae 
OTHER ASSETS 
Special funds and deposits—Note 3 
Investment in Grace National Bank—Note 1 


Investments in and advances to 50% owned ae and ‘dite 
affiliates, at cost—Note 1 . x 


Common stock of Company held for iiilondahone 8 


Investment in Texas Gulf siamo ise , at cost es 
value $2,085,440). . . 4 


arenas, sous inching Libyan oil projet, at cost 
orless. . c ; 


Rec from cashed Paper 0 ppsteies = Limited chi © 1965 
—Note 1 ‘ 


Miscellaneous saselealiics oa hie assets . 
TOTAL OTHER AssETS 


PROPERTIES AND EQUIPMENT, at cost less accumulated 
ae oreo of nie fae 148 sada: 402, 388) 
ote Z a 


GoopwiLL, less amortization of $1,451,096 (1959—$1,311,304) 


W. R. GRACE & CO. 


1960 


$ 35,076,016 


3,854,192 
13,591,194 


92,523,633 
83,919,247 


4,157,567 


$23,121,849 
$ 37,930,151 
13,390,022 


12,888,596 
1,004,750 


2,800,997 
6,242,511 


10,000,000 


10,583,274 
$ 94,840,301 


275,331,819 


2,288,241 
$605,582,210 


* Certain figures have been restated for 


1959* 
$ 34,515,670 
22,762,822 


5,999,785 


83,838,538 
76,997,862 
4,500,923 
$228,615,600 


$ 33,249,658 
11,889,027 


3,207,911 
1,004,750 


2,225,000 
5,752,450 


13,501,982 
$ 70,830,778 


232,735,277 
2,702,297 


$534,883,952 


! 


AND SUBSIDIARY COMPANIES 


Sheet DECEMBER 31, 1960-1959 


LIABILITIES 
| 
. é 1960 1959* 
CURRENT LIABILITIES | 
Eoais payahle—Wte r= or. 6 a ee ee ee $ 10,467,812 $ 3,739,384 
Loans payable in foreign currency. . . . . . . . ss 12,121,530 12,052,703 
Accounts and acceptances payable. . . . . ....-. 57,275,163 54,797,657 
U. S. and foreign taxes on income—Note6...... =. 8,950,166 7,934,101 
Rr CORT MORN st). | sein ce. a ie aa 11,254,696 11,955,981 
ToTAL CurRENT LIABILITIES . . . . . . . . $100,069,367 $ 90,479,826 
Excess OF UNTERMINATED VOYAGE REVENUE OVER saree ft AND 
DEFERRED INCOME . . ; “ 3,593,089 3,884,887 
DEFERRED TAXES ON INCOME—Note Ks Fae Sate vs 14,268,331 13,468,172 
EMPLOYEE SEVERANCE PAYMENTS REQUIRED UNDER FOREIGN 
SociaL Laws, MANAGERS’ DEFERRED COMPENSATION, ETC. . 11,342,298 10,158,770 
Lonc-TerM DesT—Note7. . . . . 1... 2... eee 194,500,879 163,709,793 
Equity OF MINORITY STOCKHOLDERS IN CONSOLIDATED 
PUMIRANIER Pere Pie a aw ee 8 28,947,123 7,304,714 
$352,721,087 $289,006,162 


STOCKHOLDERS’ EQUITY 


Capita Stock—Note 8 
Authorized by charter—$100,000,000 


Preferred stick ouistanding . 9. 2 1. we ts $ 12,608,300 $ 12,608,300 
Common stock issued—$1.00 par. . . . ..... 4,874,816 4,771,540 

$ 17,483,116 $ 17,379,840 

CaPITAL SURPLUS, per accompanying statement . . . .. . 69,381,792 66,251,640 
RETAINED EARNINGS, per accompanying statement . . . . . 165,996,215 162,246,310 
$252,861,123 $245,877,790 

$605,582,210 $534,883,952 


comparative purposes—See Note 1. 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1 — PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the ac- 
counts of W. R. Grace & Co. and all majority owned 
and controlled domestic and foreign subsidiary compa- 
nies, other than Grace National Bank of New York— 
80.09% owned at December 31, 1960. The Company 
has elected to change its method of accounting for its in- 
vestment in the Bank from cost to equity in net assets. 
Accordingly, the Company’s equity in the 1960 earnings 
of the Bank has been included in consolidated net income 
and its investment in the Bank is stated at its equity at 
December 31, 1960. The appropriate 1959 accounts 
have been restated for comparative purposes. 


The Company's equity in the aggregate net earnings 
of its 50% owned companies (Gulf and South Amer- 
ican Steamship Co. Inc. and Pan American-Grace Air- 
ways, Inc.) for 1960 exceeded dividends received from 
those companies by $373,074. The Company’s equity 
($17,422,145) in the net assets as shown by the financial 
statements of those companies and Papeles Grace Colom- 
bianos S.A. at December 31, 1960 exceeded the cost of 
its investments in the companies by $11,076,940. 


In January 1960 the Company acquired approximately 
53% of the common stock of Cosden Petroleum Corpo- 
ration. The consolidated income statement includes the 
results of Cosden’s operations for the period from Feb- 
tuary 1, 1960 to December 31, 1960. The excess of the 
amount paid for the stock over equity in the book value 
of the underlying net assets of Cosden amounted to 
$17,470,000. This amount was allocated to certain of 
the assets acquired and is being amortized over their re- 
maining useful lives. 


In 1960 the Company reconsidered the circumstances 
surrounding its 1959 acquisition of the Hatco Chemical 
Company for 126,000 shares of the Company’s com- 
mon stock and decided that it would be more appro- 
priate to treat the combination as a pooling of interests 
than as a purchase. Hatco’s retained earnings account 
has been retroactively combined with that of the Com- 
pany, goodwill of $3,880,321 has been eliminated and 
capital surplus has been reduced by $5,526,531. 


In March 1960 substantially all the assets, subject to 
certain liabilities, of the Foster and Kleiser Division were 
sold and in December 1960 an agreement was entered 
into providing for the sale of paper enterprises located 
in Puerto Rico and Mexico and a fifty per cent interest 
in the Colombian paper mill. A full reserve was provided 
against the investment in Envases Industriales y Comer- 
ciales S.A. which was taken over by the Cuban govern- 
ment in 1960. The effect of these transactions has been 
included in the net gain on disposition of properties and 
investments in the accompanying income statement. 


The assets and liabilities of the Company’s Peruvian 
branch and of its foreign subsidiaries have been trans- 
lated into United States dollars at year-end rates of 
exchange, except that fixed assets (and related deprecia- 
tion) and imported inventories in Peru have been trans- 
lated at rates prevailing at dates of acquisition. Income 


and expenses (other than depreciation) have been trans- 
lated at rates prevailing during the year. 


NOTE 2 — INVENTORIES: 


The inventories included in the balance sheet are sum- 
marized by major classes as follows: 


Raw and packaging materials. . . $18,060,849 
In process . . eee a 6,689,186 
Finished products . * - . 29,225,796 
General merchandise, commodities, 

Ca) = st «i. sf Seen 
Stores and supplies Tenth tate ee ER 


$83,919,247 
Inventories are stated at the lower of cost or market. 


NOTE 3 — SPECIAL FUNDS AND DEPOSITS: 
The following amounts were included under this cap- 
tion: 
Special funds of Grace Line Inc, (in- 
cluding securities of the U. S. Gov- 
ernment and its agencies at amor- 


tized cost of $26,184,177) . . . $37,633,061 
Other special and guaranty deposits 297,090 
$37,930,151 


The special funds of Grace Line Inc. are required 
under the terms of an operating-differential subsidy 
agreement with the Federal Maritime Board as provided 
by the Merchant Marine Act of 1936 (See Note 4). 

The agreement requires deposits in the special funds 
of (a) the company’s share (50% ) of Profits i in excess of 
10% of capital necessarily employed i in subsidized oper- 
ations (the remaining 50% is subject to recapture), (b) 
amounts equal to depreciation charges on subsidized ves- 
sels, to the extent earned and (c) proceeds from insur- 
ance, indemnity or sale of subsidized vessels. 

The special funds may be used to purchase, construct 
or reconstruct vessels, to pay the principal of mortgage 
notes on vessels and under specified conditions may be 
transferred to the general funds of Grace Line Inc. 


NOTE 4 — OPERATING - DIFFERENTIAL 
SUBSIDY AND RECAPTURE: 


Grace Line Inc. operates under an operating-differen- 
tial subsidy agreement expiring December 31, 1977 
covering all of the company’s regular routes. 

Under the terms of this agreement Grace Line Inc. is 
entitled to receive a subsidy which represents the excess 
of certain of its costs over similar costs incurred by for- 
eign flag competitors. The agreement also provides that 
for each ten-year period such subsidy shall be subject to 
recapture by the U. S. to the extent of 50% of the amount 
by which earnings from subsidized operations exceed 
10% of the capital necessarily employed in such opera- 
tions. The estimated recapture is currently withheld by 
the U. S. from the subsidy receivable. At December 31, 
1960, subsidy (less recapture) of $14,368,129 was esti- 
mated to be receivable, based in part on tentative rates 
not yet approved by the Federal Maritime Board. 


NOTE 5 — PROPERTIES AND EQUIPMENT: 


The properties and equipment and related reserves in- 
cluded in the balance sheet are summarized by major 
classes as follows: 


Gross Depreciation 
Book Value & Depletion 
Land . - $ 16,636,080 $ 1,858,014 
Producing and undeveloped 
oil properties 34,055,536 11,959,980 
Buildings ae 66,858,891 27,247,097 
Machinery, equipment, or 248,620,783 115,461,436 
Vessels and marine 
property . - 88,691,266 43,248,621 
Projects under Paeiuctie 20,244,411 -- 


$475,106,967 $199,775,148 


NOTE 6—U. S. AND FOREIGN TAXES ON INCOME: 


Examinations of the U. S. consolidated income tax 
returns of the Company and its includible domestic sub- 
sidiaries have not been completed by the Internal Reve- 
nue Service for 1947 and subsequent years. Examina- 
tions of tax returns in foreign countries have in some 
cases not been completed for the most recent years. It 
is believed, however, that provisions made in 1960 and 
earlier years are adequate. 

Examinations of the U. S. income tax returns of Cos- 
den Petroleum Corporation and its subsidiaries have not 
been completed by the Internal Revenue Service for 1957 
and subsequent years. 

Additional foreign and U. S. taxes might become pay- 
able if undistributed earnings of foreign subsidiaries 
were to be paid out as dividends. Since an undetermined 
portion of such earnings will be reinvested and since the 
extent of the liability if any is not presently known no 
reserve has been provided for such taxes. 

Depreciation is generally computed on the straight- 
line method over the estimated useful lives of the assets. 
For income tax purposes only, the certified portion of 
the cost of equipment covered by certificates of necessity 
is amortized over a five-year period. The sum-of-the- 
years digits method is used in computing depreciation on 
certain assets acquired after January 1, 1954, The net 
excess depreciation taken for tax purposes over normal 
depreciation has resulted in a tax deferral of $941,000 
in 1960, which has been included in the income taxes 
charged against earnings and credited to deferred taxes 
on income. 


NOTE 7 — LONG-TERM DEBT: 

At December 31, 1960, long-term debt (excluding 
$2,982,236 representing that portion payable in one year 
which is included in current liabilities under loans pay- 
able) consisted of the following: 


W. R. Grace & Co. 
5% notes payable to institutional in- 
vestors, principally insurance com- 
panies, due 1964 to 1990. - $111,000,000 
3%% subordinate debentures, re- 
deemable, convertible into common 
stock (1.97676 shares prior to May 
15, 1965 and 1.87272 shares there- 
after) and with sinking fund pay- 
ments required from 1966 to 1974 


— due May 15, 1975 . 29,858,000 
4% bank loan—due 1962-1965 20,000,000 
Sundry Indebtedness . 712,500 


$161,570,500 


SupsipiaRy COMPANIES 
Grace Line Inc. 
3%% mortgage notes payable to 
U. S. Maritime Administration — 


due 1961 to 1965 . . . _$ 799,566* 
4%4% U. S. Government Insured 
Merchant Marine Bonds — Santa 
Rosa Series — sinking fund pay- 
ments due 1962-1978 . : 8,971,000* 
4.20% U. S. Government Insured 
Merchant Marine Bonds — Santa 
Paula Series — sinking fund Eas 
ments due 1962-1978 . 8,893,000* 
Cosden Petroleum Corporation 
4%% note payable to insurance 
company — due 1962-1972 . 10,100,000 
5% bank note — due 1962 1,000,000 
Sundry Indebtedness . 400,000 
Other Subsidiaries . 2,766,813 
$194,500,879 


* Payable from Grace Line Inc. special funds and de- 
posits. 


NOTE 8 — CAPITAL STOCK: 


The preferred stock (of $100 par) issued and out- 
standing is listed below: 


Shares 
Shares in Outstanding 
Issued Treasury Shares Par Value 
6% Cumulative 40,000 oo 40,000 $ 4,000,000 
8% Cumulative 
Class A 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B 40,000 2,049 37,951 3,795,100 
$12,608,300 


The Company issued 93,315 shares of its common 
stock in connection with a 2% stock dividend paid to 
stockholders of record at the close of business February 
19, 1960 and 3,970 shares were issued for options exer- 
cised. In addition, 5,991 shares were issued in February 
1960 under the terms of the Hatco Chemical Company 
acquisition agreement. As a result, the Company’s com- 
mon stock issued at December 31, 1960 was 4,874,816 
shares. 

Of the unissued common stock, 775,934 shares have 
been reserved for conversion of the subordinate deben- 
tures and exercise of stock options. The Company also 
owned and held 112,642 issued shares of common stock 
for exercise of options. 

Options granted to directors, officers and managerial 
employees for the purchase of 238,348 shares of common 
stock were outstanding at the beginning of the year and 
60,550 shares were available for the granting of addi- 
tional options. Under provisions of the option agree- 
ments, the stock dividend described above had the effect 
of increasing by 2% the number of shares for which 
options had been granted and correspondingly reducing 
the purchase price per share. 

In December 1960 options were granted for 89,050 
shares at an option price of $34.15 (which was not less 
than 95% of market on the date of grant), subject to 
the condition that options previously granted for 115,314 
shares at an average option price of $49.898 be surren- 
dered for cancellation on or before February 15, 1961. 
The condition was satisfied as to new options for 8,500 
shares during 1960 (options for 10,753 shares being can- 
celled in connection therewith) and as to new options for 
79,550 shares during 1961. A new option for 1,000 
shares lapsed. 
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In addition, during 1960 options for 103,500 shares 
were granted at an average option price of $36.758 
(which was not less than 95% of the market on the re- 
spective dates of grant), 3,970 shares were purchased 
at an average option price of $24.032 and options for 
57,119 shares terminated. At the end of the year (giving 
effect to the above December 1960 grant only to the ex- 
tent of options for 8,500 shares) options were outstand- 
ing for purchase of 283,051 shares at option prices of 
$18.623 to $53.946 per share, or an average of $41.377, 
options for purchase of 62,883 shares were exercisable 
and 14,950 shares were available for granting of addi- 
tional options. 

On January 5, 1961 the Board of Directors declared 
a 2% stock dividend and 95,254 shares were issued on 
March 17, 1961 to stockholders of record at the close 
of business February 17, 1961. A charge to retained 
earnings was made in the amount of $3,350,083 based on 
the adjusted market value per share as of the day prior 
to the date the dividend was declared and credits were 
made to capital stock and capital surplus of $95,254 and 
$3,254,829 respectively. In addition 5,288 shares were 
reserved pursuant to anti-dilution provisions for the in- 
crease of shares that might be purchased under options 
granted by the Company. 


NOTE 9 — COMMITMENTS AND 
CONTINGENT LIABILITIES: 


Under the terms of the operating-differential subsidy 
contract covering the twenty-year period ending Decem- 
ber 31, 1977, Grace Line Inc. has agreed to award con- 
tracts for the replacement of its fleet during a period end- 
ing 1967. The ultimate cost of the program to Grace 
Line Inc. is not presently determinable. In connection 
with this program Grace Line Inc. signed construction 
contracts and construction-differential subsidy agree- 
ments in February 1960 with the Federal Maritime Board 
for three new cargo-passenger ships at a cost to Grace 
Line Inc. of approximately $30,000,000. These ships are 
scheduled to enter service in 1962 and will be financed 
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from Grace Line’s special funds and by ship mortgage 
bonds. 

Firm commitments for other additions to property and 
equipment and for investments amounted to approxi- 
mately $12,500,000 at December 31, 1960, 

The Company has a contract to provide technical 
assistance to Federation Chemicals Limited—a chemical 
company in which Grace Internacional S.A. holds a 
49% interest. The Company has entered into a comple- 
tion agreement (including subordination provisions), 
has guaranteed bank loans in the amount of $4,000,000 
and has undertaken to issue 544% subordinate deben- 
tures in exchange for notes of Federation Chemicals 
Limited in the amount of $8,200,000 and £1,000,000 in 
the event these notes become in default. Subject to the 
occurrence of certain conditions, Grace Internacional 
can exercise an option to acquire an additional one- 
third interest at any time to December 31, 1967. 

There are several domestic pension plans presently in 
effect. Subject to approval by the Internal Revenue Serv- 
ice, a revised pension program will be effective as of 
July 1, 1959. The revision does not cover the plans of 
Cosden Petroleum Corporation, The aggregate domes- 
tic pension cost in 1960 was $2,242,214. The unfunded 
amount of past service benefits, which are being pro- 
vided for by payments to trustees over a period of years, 
at December 31, 1960, was estimated to be $7,194,793. 
Pension payments are made to employees of the Latin- 
American subsidiaries in accordance with the social laws 
of the countries in which operations are conducted. The 
cost of these plans has not been actuarially determined 
and, generally, such foreign subsidiaries charge the cost 
of pensions to income as payments are made. 

There are various lawsuits, claims, commitments and 
contingent liabilities but they are not expected to have 
any material adverse effect on the consolidated financial 
position or results of operations. 

The status of the United States Government’s anti- 
trust suit against Pan American-Grace Airways Inc., 
W. R. Grace & Co, and Pan American World Airways, 
Inc. is set forth on page 7. 
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In our opinion, based on our examination and on the report of other independent accountants as to 


the Grace National Bank, the accompanying statements present fairly the financial position of W. R. Grace 
& Co. and its consolidated subsidiary companies at December 31, 1960 and the results of their operations 
for the year in conformity with generally accepted accounting principles. These principles have been 
applied on a basis consistent with that of the preceding year after giving retroactive effect to the adoption, 
which we approve, of the policy of carrying the investment in the Grace National Bank at the company’s 
equity in underlying net assets as explained in Note 1 to the financial statements. Our examination of the 
consolidated financial statements was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we con- 


sidered necessary in the circumstances. 


April 4, 1961 


TEN YEAR EARNINGS STATISTICS* 


(IN MILLIONS EXCEPT AMOUNTS PER SHARE) 


Earnings | Net Earnings After Average Dividends on 
Net Sales Before U.S. and | Preferred Dividends Number Common Stock(b) 
and Depreciation Foreign of Common }————— 

Operating | _and U.S. and | Depre- Income Net Per Shares Per 
Year Revenues | Foreign Taxes(a) | ciation Taxes Earnings(a) | | Share | Outstanding Total Share 
1960 $552.9 $54.3 $28.2 $9.9 $16.2 | sis: ; | $3.22 47 $7.6 $1.60 
1959 476.8 50.6 21.9 12.2 1657 =} Wohin] 3:35 4.6 73 1.60 
1958 434.2 40.2 20.7 8.5 11.0 10.1 2.29 | 44 97 2.20 
1957 459.7 44.2 17.6 10.2 16.4 15.5 3.51 44 10.5 2.40 
1956 438.1 47.6 14.3 12.8 20.5 | 19.6 4.57 43 9.8 2.30 
1955 427.1 46.2 14.1 12.8 19.3 18.3 4.35 4.2 8.5 2.00 
1954 413.4 38.2 11.5 11.3 15.4 14.4 3.65 3.9 6.5 1.75 
1953 331.0 30.9 75 10.5 12.9 11.9 | 3.36 3.6 5.4 175 
1952 315.6 20.4 6.4 52 88 [ 78 | 222 3.5 4.9 1,60 
1951 294.4 26.6 6.0 10.4 102) [i 82) 270 3.4 5.1 1.60 


Including 
in 1960 


Dewey and Alay Chemical Company and its Subsidiaries for all years. Cosden Petroleum Corporation included 


Yor eleven months. 


(a) Includes equity in the earnings of Grace National Bank for all years. 
(b) The aggregate amount of cash dividends on common stock for the years 1951/1954 includes those paid by Dewey and 


Consolidated Sales and Revenues 


Almy Chemical Company while the per share amount represents the rate paid by the Company only. Does not include 
2% stock dividends paid on common in 1959 and 1960. 


$300 
250 
| 
200 
150 
100 
50 
MILLIONS OF DOLLARS 
1951 3 5 55 56 COST SB SC CS a a |) 
NET SALES AND REVENUES 
| Latin | 
General American Other u. si, 
| Business Paper and Latin Eraect 
Chemicals Cosden (U. S.) Steamship Chemicals American | fae | TOTAL 
Millionsof | $ % $ % | $ % $ % $ % | $ % | $ % $ 
1960 | 229 41 visi © Si Sa 69 12 8 2 | 103 19 63 11 | 553 
1959 | 210 44 = — 4] 23 5 74 15 9 2 99: “21 62.13 | 477 
1958 |170 39 —- — | 2 5 78 «18 8 2 | 108 2 47 uu 434 
1957 | 167.36 — — | 23 5 8418 a a aE = 67 15 460 
1956 156 36 —- — |3a% 6 70 «(16 — — | 102 23 85 19 438 
| ERESES! 
1955 145 34 - -— 27. «6 66 «(16 - — | 111 26 78 «18 427 
1954 131 32 — — | 6 6 65 15 — — | 16 2 85 21 413 
1953 65 20 = ce 68 21 —- — | 9 30 74 22 331 
1952 45 14 - - ll 4 wl 22 - - 91 29 98 31 316 
1951 45 16 - - bere 64 22 —- — | & 2 92 31 294 


* Includes Cosden’s chemical sales. 
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TEN YEAR BALANCE SHEET STATISTICS* 


IN MILLIONS OF DOLLARS 


Fixed Assets | Book 
Net | | Common Value | Number of 
iexkooy | . Gross Long-Term | Minority | Preferred | Stock and per Common 
Dec. 31 Capital Gross Net___| Additions Debt Interest_| Stock | Surplus(a) | Share(a) | Stockholders 
1960 $133.1 $475.1 $275.3 | $141.0 $194.5 | $28.9 $12.6 | $240.3 $49.28 31,306 
138.1 392.1 232.7 35.3 163.7 | 7.3 | 12.6 233.3 48.89 30,052 
1958 130.3 362.6 | 221.9 | 41.4 163.5 6.9 12.6 223.6 49.21 28,052 
1957 120.6 337.0 | 207.5 63.7 126.9 121 | 126 222.4 49.27 24,539 
1956 | 108.1 281.1 | 163.9 | 414 91.2 12.2 12.6 216.9 48.28 21,178 
1955 129.8 245.5 138.6 | 23.6 95.3 12.5 ‘a 13.0 200.7 46.85 16,623 
1954 112.2 226.5 130.8 32.2 83.1 12.9 13.0 184.9 44.90 13,697 
1953 113.5 197.4 111.0 67.6 64.4 30.0 | 13.0 163.6 44.60 9,876 
1952 92.6 133.9 68.0 15.5 30.5 12.7 x 13.0 151.3 42.94 8,660 q 
1951 78.0 119.7 61.0 16.6 7.2 11.2 | 13.0 146.8 41.66 6,914 
* Including Dewey and Almy Chemical Company and its subsidiaries for all years. Cosden Petroleum Corporation consolidated in 1960. ‘ 


(a) Adjusted for all years to include equity in net worth of Grace National Bank in excess of the Company's investment. 


Net Fixed Assets 


Net Fixed Assets in Chemicals 


$150 

125 

100 

5 

50 

25 

MILLIONS OF DOLLARS 
195152 53 8 5 56 i a |) 191 5253 “a 5S 6 SF BS 5 60 
NET FIXED ASSETS 
Latin | 
General American Other 
Business Paper and Latin 
Chemicals Cosden (U. S.) Steamship Chemicals American | TOTAL 
Millionsof $ % $ % S95) S 3967] cise tobe Sy 6 $ 

1960 125 45 65* 24 6 2 46 17 =— — 33 i ae 
1959 113 49 - - 19 8 52 22 17 7 32 14 | 233 
1958 109 49 - - 18 8 52 23 12 6 31 14 |: 222 
1957 108 52 - - 19 9 44 21 6 3 31 15 | 208 
1956 94 57 - - 17 11 20 12 2 1 31 19 164 
1955 76 55 - - 15 ll 20 14 — — 28 20 139 
1954 71 54 - —- 14 11 20 6}; —- — | 26 19 131 
1953 56 51 - -— 10 9 21 19 | — — | 24 re 
1952 | i2 18 - - 10 14 23 34 - - ak 23 34 | 68 
1951 11 18 - - 2 3 26 42 —- —| 2 37 61 


* Includes Cosden's chemical assets. 
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